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Council of Europe’s Discussions of Economic Policy 


During its current meeting in Strasbourg the Consulta- 
tive Assembly of the Council of Europe debated at length 
the economic problems of Western Europe. 

On September 24, it adopted the text of a reply to 
the Fourth OEEC Report, which stated, inter alia, that, 
in view of the constant balance of payments difficulties 
encountered since the war, and indeed for years before 
it, and in particular of the very inadequate stocks of 
gold at its present price and of hard currencies which 
must do duty as a reserve for international payments 
both within and beyond Europe, and in view also of the 
constant recourse to restrictions of all kinds which all 
but a handful of signatories of the Bretton Woods Agree- 
ment have, in spite of its provisions, been forced to 
maintain, the Assembly feels uneasy as to whether the 
principles underlying the agreement can any longer be 
applied. It therefore called for an international confer- 
ence to consider the present monetary dilemma. After 
the Annual Meetings of the Fund and Bank, the October 
GATT meeting in Geneva, the election of a new U.S. 
Administration, and the pending British Commonwealth 
finance discussions, the time would be ripe for a re- 
consideration of the basic assumptions on which postwar 
plans had been based. The Assembly further expressed 
the view that the governments participating in the OEEC 
should consult together within the OEEC framework and 
consider the best means of presenting the European point 
of view to a world-wide conference. 

The Assembly unanimously endorsed a plan for the 
coordination of Western Europe’s railroad, highway, 
and canal network. A “European Transport Council” 
should be created, without, however, giving it the supra- 


Europe 


U.K. National Income 


The Blue Book on national income and expenditure 
from 1946 to 1951 recently published in London gives 
figures for recent years at constant prices, so that changes 
in real terms can be measured. Previous surveys had 
given figures mainly at current prices. Whereas in 1949 
and 1950 the rate of expansion of gross domestic product 
was 3 per cent, in 1951 it was 2 per cent. The revised 
estimates of personal consumption show that in 1951 it 
was, in money terms, about £100 million less than in 
1950, and in real terms it was down by 1 per cent. Fixed 
investment fell 3 per cent, from £1,624 million in 1950 





national character of the institutions created for steel and 
coal by the Schuman Plan. This proposal must now be 
examined by the Committee of Foreign Ministers, where 
it may be vetoed by any member. The Assembly also 
prepared a project for a European credit fund to finance 
housing projects in war-damaged areas and over-crowded 
regions, and approved the establishment of a committee 
of ministers to coordinate social security legislation, lead- 
ing to an eventual common system. 

Finally, the Assembly adopted a resolution in favor 
of a plan to pool the resources of Western Europe for 
the development of European overseas territories and 
dominions. The plan includes a European Bank for the 
development of overseas territories, long-term interna- 
tional contracts for basic commodities which would assure 
markets for colonial producers, and a system of prefer- 
ential tariffs between Great Britain and the British Com- 
monwealth countries on the one hand and other Euro- 
pean countries and their dependent territories on the 
other hand. It was resolved that the tariff arrangements 
should also be open to other countries, and should not 
be allowed to interfere with existing tariff reductions in 
Europe. The plan also calls for increased production 
of raw materials, especially those now imported from 
the dollar area, an open-door policy for all members 
concerned in investment and immigration, coordination 
of investment, creation of markets in Europe for the 
produce of overseas territories, and promotion of pro- 
cessing and manufacturing industries in underdeveloped 
territories in order to raise the standard of living. 
Sources: The Washington Post, Washington, D. C., Sep- 

tember 22 to 27, 1952. 


to £1,580 million in 1951. Thus in 1951 the British 
public was producing more, consuming less, and limiting 
the rate of expansion of its capital equipment, yet run- 
ning a substantial external deficit, in contrast with the 
balance of payments surplus of the previous year. The 
survey shows that the reason for this apparent anomaly 
is to be found entirely in the size of inventory building 
in 1951. The total value of inventories and work in 
progress was nearly £1,000 million higher than in the 
previous year. At constant 1950 prices, inventories and 
work in progress rose by £195 million in 1948 and by 
£70 million in 1949, fell by £168 million in 1950, and 
rose by £387 million in 1951. 

At current prices, personal incomes increased by £805 
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million in 1951, to £11,698 million. By far the greater 

part of this rise was accounted for by an expansion in 

wages and salaries, which rose by £745 million, to £7,735 

million. Rents, dividends, and interest declined. 

Sources: The Financial Times, September 10, 1952, and 
The Economist, September 13, 1952, London, 
England. 


United Kingdom Terms of Trade 


The downward trend of recent months in the over-all 
level of U.K. import prices continued in August when 
the Board of Trade’s index (1951— 100) fell by 1 
point to 96. This is the lowest level reached since March 
1951. Export prices remained unchanged at the July 
figure of 105. As a result, the terms of trade recorded 
a further favorable movement, falling 1 point to 91. 
The Chancellor of the Exchequer’s estimate in March of 
this year was that the expected improvement in the 
terms of trade would contribute £100 million to the 
balance of payments in 1952. Recent trends in import 
and export prices make it probable that this forecast will 
be realized. 

Source: The Finanial Times, London, England, Sep- 
tember 21, 1952. 


Scandinavian Sales of Sterling Securities 


The U.K. Exchange Control Authorities have recently 
curtailed the freedom with which sterling securities and 
“switch” sterling can be transferred from nonresidents 
outside to those within the Scandinavian countries. Under 
the Uniscan agreement, Scandinavian holders of sterling 
securities are entitled to repatriate the proceeds from 
the sale of these securities to their own countries. The 
volume of sales has recently expanded, switch sterling 
and sterling securities apparently being transferred to 
Scandinavian accounts for this purpose. The right of 
genuine existing Uniscan holders of sterling securities 
to sell them in London and repatriate the proceeds 
remains unimpaired. 

Source: The Economist, London, England, September 
20, 1952. 


Short-Term Fluctuations in French Currency Circulation 


The volume of bank notes in France tends to reach a 
monthly peak at or immediately after the period of end- 
of-month settlements, and then generally drops to a min- 
imum around the 20th to the 25th of the month. From 
April to June of this year, the curve of monthly minima 
was downward, but since July it has turned upward, 
while the gap between the monthly maxima and the 
monthly minima has been reduced. These developments 
point to increased pressures on the money supply, but 
are not thought in themselves to be sufficiently signifi- 
cant to constitute evidence of the resumption of inflation. 
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Several exceptional factors have also been at work, e.g., 
the seasonal heavy outflow of bank notes during the 
summer holidays, and the monetization of the gold re- 
ceived by the Bank of France in connection with the 
Pinay loan and of the Export-Import Bank loan in 
connection with offshore purchases. In this last opera- 
tion, the Bank of France paid the Stabilization Fund in 
francs against the Fund’s drawings in dollars from the 
Export-Import Bank. The long-run monetary impact of 
these operations cannot be determined before the cir- 
cuit of operations is completed, i.e., before knowing how 
in the end the budget is to be financed. 

Source: Le Monde, Paris, France, September 21, 1952. 


Netherlands Budget Project 


The Netherlands Government submitted the 1953 bud- 
get to Parliament on September 16, with an accompany- 
ing Memorandum in which estimates are published for 
the first time of the possible cash position of the Treas- 
ury. A deficit on a cash basis is expected in 1953 of 
around 700 million guilders, whereas for the current 
year 1952 there will be a surplus of around 125 million 
guilders. The cash surplus in 1950 had been 425 million 
guilders and in 1951, 358 million. Two main factors 
were emphasized as causes of this expected reversal of 
the cash position. Military expenditures will increase 
by approximately 375 million guilders between 1952 and 
1953, and tax revenue will decline, probably by 375 
million guilders, partly because the payment of tax 
arrears, which had been very important in and before 
1952, will probably be insignificant in 1953. The method 
for financing the 1953 cash deficit has not yet been 
determined. The Treasury’s cash position will also be 
influenced by nonbudgetary items which cannot be esti- 
mated, and the most desirable way of financing the deficit 
will depend on the general economic position and the 
money and capital market situation in 1953. 

Total current account revenue in 1953 will be 4.85 
billion guilders (5.14 billion in 1952). With expendi- 
tures totaling 4.64 billion guilders (4.87 billion in 1952), 
the current account surplus is estimated at 211 million 
guilders (273 million in 1952). There will, however, 
be a deficit of 623 million guilders on capital account in 
1953 (808 million in 1952) and a deficit of 80 million 
guilders (76 million in 1952) in the Agricultural Equali- 
zation Fund, which is responsible for the financing of 
food subsidies. The total deficit for 1953 is therefore 
estimated at 492 million guilders, compared with an 
original estimate of 262 million for 1952 and a corrected 
estimate of 611 million. 

The ratio of military expenditures to national income 
is now higher than in the first postwar years, whereas 
the relative importance of civil expenditures has declined. 
In interpreting the following table, it should be remem- 
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bered that the 1948 military budget was much influenced 
by expenditures carried over from previous years. 


BUDGET EXPENDITURES AND NATIONAL INCOME 


I II II 
Net National Income Budget Expenditures 
(at market prices) Civil Military 
(billion guilders) (as percentages of I) 


1946 9.93 41.31 5.37 
1947 12.07 36.23 6.22 
1948 14.23 28.20 8.07 
1949 15.96 23.16 4.81 
1950 17.72 22.24 5.23 
1951 19.62 22.24 5.66 
1952 20.50 21.43 7.53 
1953 21.00 19.10 7.15 


The Memorandum points out that the increased pres- 
sure of military expenditure and declining production 
and employment may to some extent offset the remark- 
able improvement in the general economic position of 
the Netherlands during the past year, especially in its 
balance of payments. Industrial production has fallen 
by almost 2.5 per cent in a single year and the number 
of unemployed increased by 43,000. At the end of 
June the total number of unemployed was 112,000. In- 
creased unemployment has compelled the adoption of 
measures which have created a heavier budgetary burden 
of 330 million guilders on account of increased expendi- 
tures and tax reductions, the latter aiming at both the 
expansion of employment and the promotion of exports. 
Other factors which might have an unfavorable impact 
are the current relatively low level of imports and the 
vulnerability of Netherlands exports. Care is therefore 
necessary that exchange reserves should not again be 
seriously depleted as a result of balance of payments dis- 
equilibrium. Within the limits thus set, the maintenance 
of a high level of employment remains one of the main 
aims of government policy. As unemployment in the 
Netherlands is largely structural, short-term measures 
such as those recently taken by the Government can 
effect only a temporary improvement. Apart from an 
active emigration policy, a vigorous industrialization 
policy, supported by export-promoting measures, con- 
tinues to be essential for the solution of the Netherlands 
employment problem. 


Source: Ministry of Finance, Memorandum on the Con- 


dition of the Netherlands State’s Finance, The 
Hague, Netherlands, September 1952. 


Norwegian Whaling Industry 

Only: seven Norwegian whaling expeditions are to be 
sent to the Antarctic this year instead of the usual ten. 
The current stock of whale oil in Europe and America 
is estimated at 50,000 tons, and, in addition, the Jap- 
anese have 20,000 tons. All the Norwegian whale oil 
from last season has now been sold, but Norwegian com- 
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panies received an average price of only £80 per ton, 
compared with prices ranging from £90 to £110 obtained 
by their foreign competitors. The cost of sending out a 
whaling expedition is estimated at about NKr 23 million 
($3.2 million), and because of uncertainties affecting 
both production and prices, the whaling companies have 
preferred to use some of the whaling factories for trans- 
porting oil. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, September 18 and 23, 1952. 


Finnish Reparations 


Under the Armistice Treaty of September 19, 1944, 
which was confirmed by the Peace Treaty of 1947, Fin- 
land undertook to pay in kind to the U.S.S.R. over a 
period of six years war reparations to the value of $300 
million. Subsequent agreements, however, reduced the 
war indemnity to $226.5 million and extended the period 
of payment to eight years, so that reparation deliveries 
had to be completed, and were actually completed, by 
September 19, 1952. If account is taken of the fact that 
the prices of delivered goods were fixed at the market 
prices prevailing in 1938, plus 15 per cent for vessels 
and products of the metal industry and 10 per cent for 
other goods, as well as of special quality requirements 
and other factors, the actual burden of reparations may 
be estimated, at today’s prices, at about US$570 million. 
The engineering and shipbuilding industries (which be- 
fore the war contributed only 2 per cent of Finnish 
exports) accounted for 58 per cent of all reparations and 
the forest industry (contributing some 90 per cent of 
Finland’s exports) for about one third. Since the end 
of the war Finland has had to expand greatly its engi- 
neering and shipbuilding industries, though in an un- 
economic way. 

The economic burden of reparations on the Finnish 
economy has been substantially eased in recent years, 
primarily as a result of increased national income, ex- 
panding exports, and improvement of the terms of trade. 
The ratio of expenses for reparations deliveries to net 
national product is estimated at 7.3 per cent in 1945, 
6.4 per cent in 1946, 5.6 per cent in 1947, 2.2 per cent 
in 1950, and 2 per cent in 1951. War indemnities con- 
stituted 61 per cent of total exports in 1945, but this 
percentage subsequently declined steadily to 9 in 1950 
and to 6 in 1951. The effective burden is, however, 
heavier than is indicated by these percentages, for certain 
expenses, e.g., in connection with interest-free or low- 
interest loans to industries producing reparations goods, 
have been excluded from the calculation. Expenditures 
in connection with the obligations to restore or replace 
goods removed from territory ceded to the U.S.S.R., the 
cost of collecting and transporting to the U.S.S.R. mili- 
tary equipment left by the Germans, and the transfer of 
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former German assets in Finland to the U.S.S.R. were 
also substantial, accounting for 34 per cent of the cost 
of reparation deliveries in 1945, for 13 per cent in 1946, 
and for 39 per cent in 1947. The total cost of war in- 
demnities and related charges is therefore estimated to 
have risen to 10 per cent of national product in the first 
postwar years, and the total burden is estimated at 
US$949 million in 1944 dollars. 
Sources: A. B. Nordiska Foreningsbanken, Unitas, Hel- 
sinki, Finland, August 1952; The Economist, 
London, England, September 20, 1952. 


Middle East 


Economic and Financial Policy in Egypt 


According to the Egyptian Minister of Finance, the 
Government’s main aim is to increase national produc- 
tion as fast as possible by exploiting all the national 
resources to the fullest extent. The most important 
reason for the economic stalemate from which Egypt has 
for some time been suffering is declared to be the large 
demand for ownership of agricultural land. Almost all 
savings have been directed to investment in land, and 
land values have accordingly risen above any level known 
in other countries. The tremendous increase of land 
values has depressed the value of agricultural labor, so 
that Egypt has at the same time land with the highest 
yields in the world and a peasantry with the lowest level 
of wages. 

The solution to this problem, and therefore the main 
instrument for economic improvement in Egypt, is to 
restrict the demand for land and to direct investments 
to other fields, such as land reclamation, mineral and 
other industries, and trade. This, in addition to the 
attainment of social equality and justice, is the funda- 
mental object of the Agricultural Reform Law (see this 
News Survey, Vol. V, p. 104). 

The Government is preparing a new bank note issue 
to replace the present one. The transfer will be effected 
in the near future. 

The Minister stated that the decline of free sterling bal- 
ances to about £1 million had occurred only before the 
imposition of the new sterling restrictions (see this News 
Survey, Vol. IV, p. 400). Subsequently, the sterling 
situation improved and free sterling balances began to 
increase. 


Source: Al Ahram, Cairo, Egypt, September 16, 1952. 


Public Finance in the Anglo-Egyptian Sudan 


An abnormally good cotton crop in the 1950-51 sea- 
son, coupled with high prices, resulted in unprecedented 
prosperity in the Sudan during 1951. The balance of 
trade showed a surplus of LE 22 million against LE 6 
million in 1950. The budget surplus in 1951-52 has 
been estimated at over LE 22 million, of which LE 6 mil- 


INTERNATIONAL FINANCIAL News SuRVEY, October 3, 1952 


lion has already been appropriated for the new Recon- 
struction and Development Program of 1951-56 (see 
this News Survey, Vol. IV, p. 305). Of the remainder, 
it has been proposed to appropriate LE 15 million as 
follows: LE 2.6 million to the development account, 
LE 4 million as working capital and permanent reserve, 
LE 2.5 million to the revenue equalization reserve ac- 
count, and the remaining LE 5.9 million to the general 
development account, which feeds the reconstruction and 
development budget’s major works. 

The budget estimates for 1952-53 put revenue at 
LE 28.5 million, i.e., LE 15.5 million less than the revised 
estimate for 1951-52. Of this decrease LE 12.5 million 
are accounted for by the expected fall in the proceeds 
from cotton and cotton seed sales. Expenditure is esti- 
mated at LE 24.5 million: LE 10.5 million for salaries, 
LE 11.5 million for other current expenditure, and LE 2.5 
million for extraordinary items. Half the surplus, i.e., 
LE 2 million, will be appropriated for the development 
account, while the other half will not be appropriated 
for the time being. 

The Sudan Financial Secretary has stated that the situ- 
ation calls for considerable restraint owing to the fall in 
cotton prices, but he hopes that conditions may improve. 
Under present circumstances, the Government should not 
undertake new commitments. The Executive Council 
has, therefore, advised all ministries and departments not 
to engage new staff, and to do their best in reducing 
expenditures. 

The budget proposals included higher maximum rates 
for taxes levied by the local authorities (i.e., land tax, 
date tax, poll tax, and animal tax). In an effort to lower 
the cost of living, it is also proposed to repeal the import 
duties on butter, kerosene, lentils, rice, vegetables, and 
potatoes, while the import tax on wines and beer is to 
be increased. 

Other schemes to halt inflation are also envisaged. 
The Sudan Government has proposed to issue a series 
of lottery savings bonds up to LE 2 million. If the 
public response to this issue is satisfactory, it is pro- 
posed to make similar issues later. 

Source: Economic Bulletin of the National Bank of Egypt, 
Vol. V, No. 2, 1952, Cairo, Egypt. 


Israel’s Exchange Rate for Citrus Exports 


The foreign exchange earnings of Israel’s citrus ex- 
porters during the coming season will be converted at 
the rate of US$1—I£1, instead of the rate of 
US$2.80 = I£1 which was applied during most of last 
season. In connection with the introduction of a triple 
exchange rate system last February (see this News Sur- 
vey, Vol. IV, p. 256), the citrus industry was granted 
the exchange rate of US$1.40—I£1. This, however, 
became operative only after more than half of the sea- 
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son’s exports had been sold. Exporters of citrus products 
have been demanding the rate of US$1 = I£1, which is 
applicable to most of Israel’s exports. 

During the coming season, growers will continue to 
receive substantial subsidies to compensate for the in- 
flated costs of labor and materials. 


Source: The Financial Times, London, England, Sep- 
tember 16, 1952. 


















































































































































































. Expansion of Port Facilities in Israel 
i Extensive work is being carried on toward the com- 
. pletion, near Haifa, of a new harbor which will be ten 
. times larger than the present one at Haifa. The con- 
. struction work is being handled by a Dutch and an 
:, Israeli firm. Part of the necessary foreign exchange 
5 is covered by two loans, amounting to 5 million guilders, 
advanced by the Amsterdamsche Bank to the Kishon De- 
2 velopment Authority, an agency of the Israel Government 
d which is in charge of the project. The loan is repayable 
in 1955. 
u Source: The Financial Times, London, England, August 
= 15, 1952. 
e. 
at Wheat Supplies in Pakistan 
cil The Government of Pakistan has announced that, in 
ot order to meet the serious domestic wheat shortage (see 
ng this News Survey, Vol. V, p. 105) it has purchased an 
additional 50,000 tons of wheat from Turkey, 15,000 
hes tons from Syria, and 150,000 tons from the U.S.S.R. 
_ These amounts are in addition to the 50,000 tons recently 
_ purchased from Turkey, to 40,000 tons obtained from 
ort India, and to 50,000 tons obtained from other sources. 
and Wheat purchases to date, therefore, amount to about 
} to 355,000 tons, and should be sufficient for the current year. 
The Russian wheat was obtained, under a barter agree- 
ged. ment, in exchange for 22,000 tons of jute and 13,150 
eas tons of cotton. It is reported that the ensuing cost of 
the wheat to Pakistan will be slightly higher than the price 
pro- fixed by the Government for purposes of rationing. This 
means that the Government will have to subsidize Russian 
rypt, wheat. 

Pakistan has also recently obtained a $15 million 
loan, repayable in 35 years, from the United States to 
buy wheat from dollar areas. 

Source: Dawn, Karachi, Pakistan, September 18, 1952. 
3 eX: ‘ 
dat : = 
, of & Fakistan’s Payments Position 
last According to the State Bank of Pakistan, Pakistan had, 
triple during the year ending June 30, 1952, a deficit with the 
Sur- sterling area of PRs 512.8 million (US$1 — PRs 3.3) 
anted — %d a deficit with the dollar area of PRs 258.7 million. 
rever, (q However, the dollar deficit was “considerably offset” by 





a surplus with continental OEEC countries. As through- 
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out the year the United Kingdom has had to settle a 
substantial part of its EPU deficit in gold, Pakistan’s 
surplus with OEEC countries therefore enabled the United 
Kingdom to save a considerable amount of gold, which 
can be regarded as equivalent to dollar exchange. As a 
result of the year’s transactions, Pakistan’s gold, dollar 
and sterling reserves declined by PRs 467.4 million. 

Source: The Times, London, England, September 22, 
1952. 


Far East 


Indian Food Situation 


The 1952 Indian import target for foodgrains, already 
cut from 4.8 million tons to 4 million tons, will probably 
be reduced further in view of the improved crop prospects 
in many parts of the country. The Government has a 
stock of 2.7 million tons for use in scarcity areas. The 
problem is no longer one of food shortage but rather of 
lack of purchasing power, accentuated by unemployment 
of agricultural labor. 


Source: Embassy of India, Indiagram, Washington, 
D. C., September 19, 1952. 


Taiwan’s 1953 Fertilizer Needs 


The Taiwan provincial food bureau has announced 
that an estimated 660,050 metric tons of chemical fer- 
tilizers will be needed in 1953 for increased agricultural 
production. The output of the Taiwan Fertilizer Com- 
pany is estimated at 130,000 to 140,000 metric tons in 
1953, and the Taiwan authorities will have to finance the 
importation of nearly 300,000 tons, or 60 per cent of 
the import needs, for which some US$21.5 million has 
been appropriated. The remaining 40 per cent will be 
paid for from U.S. economic aid funds. The initial steps 
have already been taken to secure these fertilizer im- 
ports, mostly by negotiations with Japanese manufac- 
turers of chemical fertilizers. 

Source: Chinese News Service, Press Release, New York, 


N. Y., September 23, 1952. 


Settlement of Japanese Prewar Debts 


On September 27, 1952, a final agreement on Japan- 
ese prewar foreign bond debts was reached by the con- 
ference between representatives of the United Kingdom, 
France, Japan, and the United States which had begun 
negotiations on June 22 (see this News Survey, Vol. IV, 
p. 401). Representatives of the U.S. and British bond- 
holders have accepted the agreement. The Japanese 
Government, which will begin servicing its outstanding 
dollar and sterling debts on December 22, 1952, has 
agreed to pay the principal and the interest arrears of 
its external bond debts almost in full. The maturity 
dates of the bonds and the payments on each interest 
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coupon overdue will, however, be put forward ten years. 
Sinking funds will be resumed in 1953 along the lines 
laid down in the original contracts. 

The amount of defaulted dollar bonds is $67.6 million, 
including 14 separate issues, 2 of which are government, 
2 municipal (Tokyo and Yokohama), and 10 corporate 
issues (8 electric and 2 development). Interest rates 
range from 5% per cent to 7 per cent. 

The dispute that had arisen in connection with the so- 
called “dollar option” clauses of the three major sterling 
bond issues, which permitted bondholders to ask for 
payment of both principal and interest in dollars instead 
of in sterling, was settled by agreeing that Japan should 
pay the sterling equivalent of $100 million of principal 
to the holders of these bonds by issuing to them another 
$115 million of principal to be paid in either sterling or 
dollars as might be decided after negotiations in London 
in the near future between the British and Japanese 
Governments. Full interest and arrears will also be paid. 

No settlement has yet been reached on Japanese debts 
to owners of franc bonds. Only two bond issues were 


involved, as Japan has refused to take into consideration 
a municipal loan of about $0.5 million, the liability for 
which is not admitted. According to Japanese calcula- 
tions, the two issues involve payment of less than $2 mil- 
For one issue, however, the settlement of which 
required, in the Japanese view, payment in francs equiv- 


lion. 


alent to $1 million, the French claimed $120 million, but 
offered to settle for $40 million. Negotiations with 
representatives of French bondholders will shortly be re- 
sumed in Paris. 

Excluding future interest payments and any liabilities 
arising from negotiations with French bondholders, the 
total obligations now accepted by Japan are about $430 
million, $67.6 million in dollar bonds, plus interest in 
arrears of about $36 million, and $215 million in sterling 
bonds, plus interest in arrears of $112 million. 

Source: The Wall Street Journal, New York, N. Y., 
September 29, 1952. 


Japan-U.K. Payments Agreement 

The payments agreement between Japan and the 
United Kingdom, which was to have terminated on 
August 31, 1952, has been extended for four months. 
A revision of the agreement in August 1951 had elim- 
inated the dollar clause and made provision for maintain- 
ing the official yen-sterling exchange rate and for recog- 
nizing the inclusion of Hong Kong in the sterling area. 
The subsequent rapid accumulation of Japanese sterling 
balances and the shifting trend in trade conditions fol- 
lowing the sterling area import restrictions imposed 
during the first half of 1952 have created a need for 
further consultations between Japan and the United 
Kingdom. Pending the outcome of these consultations, 
it has been agreed to extend the agreement. 


INTERNATIONAL FINANCIAL News Survey, October 3, 1952 


Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
September 1, 1952. 


United States 
U.S. Foreign Trade Pattern 


The geographic pattern of U.S. trade in the first half 
of 1952 was similar to that which emerged after the 
initial round of postwar adjustments in 1946 and 1947, 
Latin America was still the largest supplier of U.S. im- 
ports, providing 33 per cent of the total, followed by 
Canada with 21 per cent, the Far East with 20 per cent, 
and Europe with 18 per cent. The relative importance of 
the Far East and Europe has been somewhat greater 
in the past year and a half than during the earlier post- 
war years, when wartime dislocations impeded their 
exports to the United States. 

Imports from Canada and Latin America, though 
slightly lower in 1951 and 1952 than in other postwar 
years, were still relatively much larger than during the 
prewar period. Together, these areas accounted for 54 
per cent of total U.S. imports, compared with only 37 
per cent during 1936-38. Imports from Africa and 
the near East have also risen sharply, accounting for 
8 per cent in 1951-52 against less than 4 per cent in the 
1936-38 period. 

The large increases in imports in the first half of 1952 
came almost entirely from Latin America and Africa. 
For Latin America, they included mainly coffee, sugar, 
lead, zinc, and petroleum; and for Africa, cocoa, coffee, 
cotton, and nonferrous metals. Much of the increase in 
coffee, cocoa, and cotton was due to seasonal influences. 
While imports of rubber and tin from the Far East rose 
sharply during the period, these increases were largely 
offset by a fall in the value of imports of wool, due to 
lower prices. Increased imports of metals from Canada 
were offset by smaller receipts of wood products, and a 
sharp decline in iron and steel imports from Europe by 
larger imports of a wide variety of items. 

The proportions of U.S. exports to Canada and Latin 
America were also larger in the postwar period than 
during 1936-38. Together they represented 44 per cent 
of the total during January-June 1952, compared with 
only 34 per cent during the earlier period. The decline 
in exports to other areas has been most marked in rela- 
tion to Europe. 

Exports rose in the first half of 1952, principally to 
Canada. The 16 per cent rise in shipments to this area 
reflected a strong demand for capital equipment and 
consumer durables, supported by a strong exchange posi- 
tion and a continued high flow of investment funds from 
the United States. Exports to Europe were maintained 
only because of a sizeable increase in U.S. Government 
aid shipments. The decline in shipments other than aid 
reflected intensified trade restrictions arising from con- 
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. ica also reflected unfavorable dollar exchange positions, 
mainly in Brazil, Argentina, and Chile. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 29, 1952. 
U.S. Foreign Investments 
alf In 1951 new U.S. private foreign investment abroad 
the reached a postwar peak of $1,666 million, slightly above 
a7. the 1950 total. Although direct and portfolio invest- 
im- ments were below 1950 levels, their declines were more 
by than offset by a large increase in reinvested earnings. 
nt, Direct investment in 1951 totaled $603 million; in the 
+ of first half of 1952 it amounted to $560 million, and the 
iter total for the year is expected greatly to exceed the pre- 
ost- B yious record. 
heir The industrial distribution of foreign investment has 
been more diversified in 1951 and 1952 than in earlier 
ugh postwar years. Relatively less capital has been moving 
war @ into the petroleum industry while more has been going 
the into manufacturing, distribution, and mining. Of total 
34 investment abroad in 1951, two thirds was made in 
31 Canada and Latin America. In Canada, investment was 
and preponderantly for mineral and forest product develop- 
for § ment. In Brazil, $100 million was invested in manufac- 
. the turing and petroleum. Other large increases were in 
Chile and Mexico. New investment outside the Western 
1952 Hemisphere was not large, being largely confined to 
Tica. Hf small increases in petroleum refining in Western Europe 
1881, Band the Far East. 
lies, Source: Department of Commerce, Survey of Current 
coe Business, Washington, D. C., September 1952. 
rosé @ Relaxation of U.S. Import Restrictions 
reely The U.S. Department of Agriculture has further re- 
ue 10 FF isxed quota restrictions on cheese imports, effective 
unada October 1. The annual quotas for Edam and Gouda 
and 8 cheese will be increased 33 per cent, and for all other 
pe by cheeses by 15 per cent. All quota restrictions have also 
; been removed from imports of Italian sheep’s milk cheese 
Latin and Pecorino, and from Stilton cheese. This is the 
than second relaxation of cheese import quotas since they were 
: - applied under the authority of the Defense Production 
| with Act Amendment of 1951 (see this News Survey, Vol. V, 
lecline 
a a 15). 
— Source: Department of Commerce, Foreign Commerce 
ally to Weekly, Washington, D. C., September 29, 1952. 
is area 
wt and Latin America 
«Foon  Mexico’s Capital Market 
stained A study of all the sectors of Mexico’s capital market 
mnment 2 1951, conducted by the Nacional Financiera, shows 
‘an aid at, in spite of a decline in foreign exchange earnings 
m con: @ ‘8d the anti-inflationary measures taken by the Ministry 
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of Finance and the Banco de Mexico, there was more 
activity in the capital market last year than in 1950. 
The increase in financial issues is explained by reference 
to higher levels of private and public income and saving 
and to foreign investments, increased demand for capital 
being a result of greater agricultural and commercial 
activity, larger imports, industrial development, and. in- 
creased consumption by the higher income earners. The 
interest rate has remained unchanged, though with some 
tendency to rise in a few cases. 


Source: Excelsior, Mexico, D.F., September 19, 1952. 


Cuban Sugar Sales to France 


The Cuban Sugar Institute has sold 51,700 long tons 
of sugar to France at 4.10 cents per pound, f.o.b. Havana. 
This is the first sale under a recent currency arrangement 
whereby payments for sugar will be made one third in 
dollars and two thirds in French francs. Cuba has 
hitherto insisted on payment in full in dollars for sugar 
sales abroad. An effort is now being made to stimulate 
lagging sales in world markets caused by the tight dollar 
situation in some consuming countries. Under the new 
arrangement, France may ultimately buy as much as 
200,000 tons of Cuban sugar. 

Source: The Journal of Commerce, New York, N. Y., 
September 27, 1952. 


Foreign Trade Finance Gains in Guatemala 


A steady gain in virtually all phases of international 
trade and finance as well as of domestic finance is 
reflected in statistics released recently by the Govern- 
ment and the Bank of Guatemala. Exports for the first 
four months of 1952 were $4,424,800, against $3,331,600 
during the first four months of 1951. Exchange reserves 
had risen to $46.85 million at the end of May, as against 
$43.75 million in May 1951. Credit extended by the 
banking system increased from $32,739,000 at the end 
of May 1951 to $34,376,500 at the end of May 1952. 
Source: The Journal of Commerce, New York, N. Y., 

September 25, 1952. 


Central Bank Regulations in Paraguay 

The recently organized Central Bank of Paraguay has 
announced legal reserve requirements for commercial 
banks, interest rates to be charged by banks, and interest 
rates payable on time deposits, to be effective September 
1, 1952. The new ratios and rates do not differ greatly 
from those established by the Bank of Paraguay in 1949. 

The reserve requirements are 30 per cent on sight 
deposits, 25 per cent on term deposits, and 20 per cent 
on all other deposits. The interest rates on bank credits 
are 10 per cent on credit for commercial purposes, 8 per 
cent on industrial credits, 7 per cent on credits to pastoral 
industry, and 6 per cent on credits to farming. The 
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interest rate on savings deposits and on three-month 
term deposits is fixed at 3.5 per cent, on six-month term 
deposits at 3.7 per cent, and on one-year term deposits 
at 4 per cent. 

Source: El Pais, Asuncién, Paraguay, August 30, 1952. 


Currency of Payment for Argentine Wool Exports 


The Argentine Central Bank has issued new regulations 
specifying the currencies to be accepted in payment for 
exports of greasy and washed wool. Exports to the 
United States, Canada, and Central and South America, 
except neighboring countries, must be paid for in free 
U.S. dollars; payment for shipments to all other coun- 
tries may be made in free dollars or in Argentine sterling 
account, which may also be used to pay for exports to 
Brazil, Chile, Uruguay, Paraguay, Bolivia, and Peru; 
shipments to countries having trade agreements with 
Argentina may be paid for in the currencies stipulated 
in the agreements. However, in the latter case the ap- 
plicable rate will correspond to the basic buying rate 
of 5 pesos per U.S. dollar. The rate of 6.25 pesos per 
dollar and the exemption from the 8 per cent export 
tax provided for in Central Bank Circular No. 1616 of 
last July (see this News Survey, Vol. V, p. 31) will 
apply only if payment is made in U.S. dollars or sterling. 
Source: Bank of London and South America, Fortnightly 

Review, London, England, September 20, 1952. 


Other Countries 


Australia’s Exchange Control 


The Australian Government has amended its banking 
regulations so that restrictions on the sending of money 
orders overseas now apply to the sterling area as well 
as to the non-sterling area. The amendment reduces 
from £10 to £5 the amount which any person may send 
overseas as a sustenance payment or as a donation in 
any one week. 

Source: The Times, London, England, September 20, 
1952. 


South African Balance of Payments 


In the first half of 1952 imports into South Africa 
were Valued at £230 million, which was slightly above the 
rate for the first half of 1951. For 1952 as a whole, 
£400 million has been allocated for expenditure on im- 
ports. Exports in the first half of 1952 were £139 mil- 
lion, which was slightly below the rate for the first half 
of 1951. With net gold output remaining roughly the 
same at £73 million, and taking into account a deficit of 
£39 million for other current items (net), the current 
account deficit amounted to £57 million. In 1951 the 
deficits for the two halves of the year were £41 million 
and £68 million. 

Drawings on official loans in the first half of 1952 
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totaled £10 million and those on uranium loans £7 mil. 
lion. Other net private capital movements yielded an 
inflow of £26 million (the 1951 total was £65 million) 
and the banks’ short-term foreign liabilities declined by 
about £3 million. Reserves fell by £17 million, includ. 
ing a decline of £15 million in the gold holdings of the 
Reserve Bank, which was, however, in part a result of 
the sale on account of £10 million of gold to the United 
Kingdom in respect of gold due to be delivered during 
the second half of 1952. 

From the end of June until the end of August 1952 
the Reserve Bank’s gold holdings increased by over £4 
million, while its foreign exchange holdings declined by 
£7 million. This net decline of £3 million appears to 
reflect a decline in the net current deficit as well as a 
further net inflow of capital. 

Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
September 1952. 


South African Capital Needs 


At the forthcoming British Commonwealth financial 
talks the South African Finance Minister is likely to 
estimate the Union’s foreign capital requirements for the 
next two years at more than £100 million. For its pro. 
gram of capital projects for the extension of railways and 
electric power undertakings the Union wants $60-80 
million from the International Bank for Reconstruction 
and Development spread over two years. The Minister 
also intends to explore the possibilities of obtaining 
capital in Europe. 

South Africa’s total annual capital requirements for 
the essential needs of the State, the municipalities, indus- 
try, mining, public utilities, etc., are estimated at £200 
million for the next four to five years. To carry out this 
program, £150 million a year will thus have to be raised 
internally—not an easy task in a country whose national 
income is about £1,000 million. 

Source: The Times, London, England, September 20, 
1952. 









International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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